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OATH OR AFFIRMATION

Mark E. Easley , swear {or affirm} that, to the best of

my knowledge and belief the accompanying [inancial statement and supporting schedules pertaining to the firm of

E & G Investments, LP

, as

of December 31 , 20

o7 , are true and correct. | further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprictary interest in any account

classificd solely as that of a customer, except as follows:
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Notary Public

This report ** contains (check all applicable boxes):
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(a)
(b)
(c)
(d)
(e)
(H
(2)
(h)
(i)
G)

(k)
(1)

Facing Page.

Statement of Financial Condition.

Statement of Income (Loss).

Statement of Changes in Financial Condition.

Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprictors’ Capital.

Statement of Changes in Liabilitics Subordinated to Claims of Creditors.

Computation of Net Capital.

Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

Information Relating to the Possession or Control Requirements Under Rule 15¢3-3,

A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation,

An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n)

A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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INDEPENDENT AUDITOR'S REPORT

To the Partners
E & G Investments, L.P,
Houston, Texas

We have audited the accompanying statements of financial condition of E & G Investments, L.P. as of
December 31, 2007 and 2006 and the related statements of income, changes in partners' capital and cash .
flows for the years then ended. These financial statements are the responsibility of the Partnerships’
‘management. Our responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards in the United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether
the financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis
for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of E & G Investments, L.P. as of December 31, 2007 and 2006, and the results of its operations and
its cash flows for the years then ended, in conformity with generally accepted accounting principles in the
United States.

Our audits were made for the purpose of forming an opinion on the basic financial statements taken as a
whole. The information contained in Schedules I II, and III is presented for purposes of additional analysis
and is not a required part of the basic financial statements, but is supplementary information required by
Rule 17a-5 under the Securities and Exchange Act of 1934. Such information has been subjected to the
auditing procedures applied in the audits of the basic financial statements and, in our opinion, is fairly stated
in all material respects in relation to the basic financial statements taken as a whole.

Joopo © frusns Gapusg, €

Houston, Texas
February 22, 2008



E & G INVESTMENTS, L.P.
STATEMENTS OF FINANCIAL CONDITION
DECEMBER 31, 2007 AND 2006

ASSETS 2007 2006
Cash and cash equivalents $ 39,351 3$ 20,431
Accounts receivable 18,768 26,885
TOTAL ASSETS $ 58,119 $ 47,316
LIABILITIES AND PARTNERS' CAPITAL
Accounts payable-affiliate $ 825 $ 906

Partners' capital

TOTAL LABILITIES AND PARTNERS' CAPITAL

The accompanying notes are an integral part of the financial statements.
3

57,294

$ 58,119

46,410

$ 47,316



E & G INVESTMENTS, L.P.
STATEMENTS OF INCOME
FOR THE YEARS ENDED DECEMBER 31, 2007 AND 2006

__ 2007 = ___ 2006
Commission and other income $ 112,473 $ 85,872
Management fee and administrative expense 29,589 20,342
Net income $ 82,884 $ 65,530

The accompanying notes are an integral part of the financial staterments.
4



E & G INVESTMENTS, L.P.
STATEMENTS OF CHANGES IN PARTNERS' CAPITAL
FOR THE YEARS ENDED ECEMBER 31, 2007 AND 2006

Balance - December 31, 2005
Distributions

Net income

Balance - December 31, 2006
Distributions

Partner interest transfer (9/27/07)
Net income

Balance - December 31, 2007

General
Partner
E&G
Limited Partners Consulting,
A.). Gracely Adam Gracely Mark Easley LLC Total
$ 16,136 $ - $ 16,136 $ 608 $ 32,880
(25,740) - (25,740) (520} (52,000}
32,437 - 32,437 655 65,530
22,833 - 22,833 743 46,410
(11,000) (20,000) (39,848) (1,152) (72,000}
(35,661) 28,529 7,132 - -
23,828 14,098 43,777 1,181 82,884
$ - $ 22,627 $ 33,894 $ 772 $ 57,294

The accompanying notes are an integral part of the financial statements.
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E & G INVESTMENTS, L.P.
STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2007 AND 2006

CASH FLOWS FROM OPERATING ACTEVITIES
Cash received from customers
Cash paid for management fees and expenses

Net cash provided by operating activities

CASH FLOWS FROM FINANCING ACTIVITIES
Distributions

Net cash used by financing activities
NET INCREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD

CASH AND CASH EQUIVALENTS AT END OF PERIOD

RECONCILIATION OF NET INCOME TO NET CASH
PROVIDED BY OPERATING ACTIVITIES
Net income
Increase (decrease) in accounts receivable
(Decrease) increase in accounts payable

Net cash provided by operating activities

The accompanying notes are an integral part of the financial statements.
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2007

$ 120,590
{29,670)

90,920

(72,000)
(72,000)
18,920
20,431
$ 39351
$ 82,884
8,117
(81)
$ 90,920

2006

$ 72,751
{20,219)

52,572

{52,000)

(52,000)
572

19,859

$ 20,431

$ 65530
(13,081)
123

$ 52,572



E & G INVESTMENTS, L.P.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2007 AND 2006

NOTE A

NOTE B

BASIS OF PRESENTATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Partnership maintains its accounts on the accrual basis of accounting in accordance with
accounting principles generally accepted in the United States. Accounting principles followed
by the Partnership and the methods of applying those principles which materially affect the
determination of financial position, results of operations and cash flows are summarized
below:

Description of Business — E & G Investments, L.P. (a Texas limited partnership) ("the
Partnership”) is located in Houston, Texas and is a private investment banking firm.
Accordingly, the Partnership has claimed an exemption from Rule 15¢3-3 under section
(K)}(2)(i). The Partnership is registered as a Broker-Dealer with the Securities and Exchange
Commission, and a member of the Financial Industry Regulatory Authority (FINRA) (formerly
the NASD). Its principal market is the general public in the Southeastern region of Texas. As a
result of the merger of the NASD into FINRA during 2007, the Company received a cne time
payment from the NASD of $35,000, which has been included in commissions and other
income in the accompanying statement of income.

Statement Presentation — The unclassified statement of financial condition is presented in
accordance with industry standards.

Revenue Recognition — Commissions are recognized when trades settle and receivables are
recorded at that time.

Income Taxes — The Partnership’s income, losses, and tax credits will be included in the
individual income tax returns of the Partners. Accordingly, the Partnership does not record a
provision for Federal income taxes.

Cash and Cash Equivalents — The Partnership considers all short-term investments with an
original maturity of three months or less to be cash equivalents.

Estimates - The preparation of financial statements requires management to make estimates
and assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. Actual results could differ
from those estimates.

PARTNERSHIP AGREEMENT

The Partnership was formed December 3, 2003 and began operations in January, 2005. The
general partner of the Partnership is E & G Consulting, LLC, and the current limited partners
are Adam Gracely and Mark Easley.

The general partner has an ownership interest of 1.00% and the limited partners each have a
49.50% interest. On September 27, 2007, 39.5 % of A. J. Gracely’s partnership interest was
transferred to Adam Gracely and the remaining 10% was transferred to Mark Easley.

All Partnership profits, losses and distributions are to be allocated to the partners in proportion
to their respective percentage interests.



E & G INVESTMENTS, L.P.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2007 AND 2006

NOTE C

NOTE D

NOTE E

MANAGEMENT AGREEMENT

The Partnership entered into a management agreement with E & G Advisors, L.P. (Advisors), a
partnership related through common ownership, whereby Advisors will provide administrative
and operational services, facilities, furniture and pay all overhead expenses of the Partnership.

Advisors will receive an incremental allocation service fee of $452 per month. Service fees and
expense allocations for 2007 and 2006 were $5,420.

NET CAPITAL REQUIREMENTS

Pursuant to the net capital provisions of Rule 15¢3-1 of the Securities Exchange Act of 1934,
the Partnership is required to maintain a minimum net capital, as defined under such
provisions. Net capital and the related net capital ratio may fluctuate on a daily basis.

At December 31, 2007 and 2006, the Partnership had net capital of $38,390 and $19,525
respectively, and a net capital requirement of $5,000. The Partnership's ratio of aggregate
indebtedness to net capital at December 31, 2007 and 2006 was .02 to 1 and .04 to 1,
respectively. The Securities and Exchange Commission permits a ratio for the Partnership at
this time of no greater than 15 to 1.

CREDIT RISK

The Partnership's bank bafances, which were $39,351 and $20,431 at December 31, 2007 and
2006, are insured by the Federal Deposit Insurance Corporation (FDIC) up to $100,000. It is
the Partnership’s practice to utilize high net worth financial institutions to minimize its credit
risk. Generally, no collateral or other security is required to support customer receivables. To
reduce credit risk, a customer's credit history is reviewed before extending credit. There was no
allowance for doubtful accounts at December 31, 2007 and 2006 as management believes all
amounts are collectible.
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E & G INVESTMENTS, L.P.

SCHEDULE X

COMPUTATION OF NET CAPITAL UNDER RULE 15C3-1
OF THE SECURITIES AND EXCHANGE COMMISSION
DECEMBER 31, 2007

NET CAPITAL
Total partners' capital qualified for net capital $ 57,294
Total capital and allowable subordinated liabilities . 57,294

Deductions andfor charges
Nonallowable assets:

Accounts receivable (18,768)

NET CAPITAL BEFORE HAIRCUTS ON SECURITIES POSITION 38,526
Haircuts on securities 136
Net capital $ 38,350

COMPUTATION ON BASIC NET CAPITAL REQUIREMENTS
Minimum net capital required (6 2/3% of total aggregate

indebtedness) $ 35
Minimum dollar net capital requirement $ 5,000
Net capital requirement (greater of ahove two minimum

requirement amounts) ' $ 5,000
Excess net capital | ' $ 33,390
Ratio: Aggregate indebtedness to net capital .02tol

Note: The above computation does not differ materially from the computation of net capital under Rule 15¢3-1
as of December 31, 2007, filed with the Securities and Exchange Commission by the Partnership on Part IIA
of Form X-17a-5.

See independent auditor’s report.



E & G INVESTMENTS, L.P.

SCHEDULE I1

COMPUTATION OF NET CAPITAL UNDER RULE 15C3-1
OF THE SECURITIES AND EXCHANGE COMMISSION
DECEMBER 31, 2006

NET CAPITAL - ‘
Total partners' capital qualified for net capital , $ 46,410
Total capital and allowable subordinated liabilities 46,410

Deductions and/or charges
Nonallowable assets:

Accounts receivable (26,885)
NET CAPITAL BEFORE HAIRCUTS ON SECURITIES POSITION 19,525

Haircuts on securities

Net capital $ 19,525

COMPUTATION ON BASIC NET CAPITAL REQUIREMENTS
Minimum net capital required (6 2/3% of total aggregate

indebtedness) 8 60
Minimum dollar net capital requirement $ 5,000
Net capital requirement {greater of above two minimum

requirement amounts) $ 5,000
Excess net capital $ 14,525
Ratio: Aggregate indebtedness to net capital J4to1

Note: The above computation does not differ materially from the computation of net capital under Rule 15¢3-1
as of December 31, 2006, filed with the Securities and Exchange Commission by the Partnership on Part IIA
of Form X-17a-5. '

See independent auditor's reports.
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E & G INVESTMENTS, L.P.

SCHEDULE III

COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS

AND INFORMATION RELATING TO POSSESSION OR CONTROL OF SECURITIES
UNDER RULE 15C3-3 OF THE SECURITIES AND EXCHANGE COMMISSION
DECEMBER 31, 2007

Exemption Provisions

The Partnership has claimed an exemption from Rule 15¢3-3 under Section (k)(2)(i), in which a "Spedial
Account for the Exclusive Benefit of Customers" is maintained.

See independent auditor's report.
11



REPORT ON INTERNAL CONTROL STRUCTURE
REQUIRED BY SEC RULE 17 A-SFOR A
BROKER-DEALER CLAIMING AN EXEMPTION
FROM SEC RULE 15C3-3

February 22, 2008

The Partners
E & G Investments, L.P.

In planning and performing our audit of the financial statements and supplemental schedules of E & G
Investments, L.P. (the Partnership), as of and for the year ended December 31, 2007, in accordance
with auditing standards generally accepted in the United States of America, we considered the
Partnership's internal control over financial reporting (internal control) as a basis for designing our
auditing procedures for the purpose of expressing our opinion on the financial statements, but not for
the purpose of expressing an opinion on the effectiveness of the Partnership’s internal control.
Accordingly, we do not express an opinion on the effectiveness of the Partnership's internal control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we have
made a study of the practices and procedures followed by the Partnership including consideration of
control activities for safeguarding securities. This study included tests of such practices and
procedures that we considered relevant to the objectives stated in rule 17a-5(g) in making the periodic
computations of aggregate indebtedness (or aggregate debits) and net capital under rule 17a-3(a)(11)
and for determining compliance with the exemptive provisions of rule 15¢3-3. Because the
Partnership does not carry securities accounts for customers or perform custodial functions relating to
customer securities, we did not review the practices and procedures followed by the Partnership in any
of the following;:

1. Making quarterly securities examinations, counts, verifications, and comparisons and
recordation of differences required by rule 17a-13. ‘

2. Complying with the requirements for prompt payment for securities under Section 8 of Federal
Regulation T of the Board of Governors of the Federal Reserve System. :



The management of the Partnership is responsible for establishing and maintaining internal control and
the practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility,
estimates and judgments by management are required to assess the expected benefits and related costs
of controls and of the practices and procedures referred to in the preceding paragraph and to assess
whether those practices and procedures can be expected to achieve the SEC's above-mentioned
objectives. Two of the objectives of internal control and the practices and procedures are to provide
management with reasonable but not absolute assurance that assets for which the Partnership has
responsibility are safeguarded against loss from unauthorized use or disposition and that transactions
are executed in accordance with management's authorization and recorded properly to permit the
preparation of financial statements in conformity with generally accepted accounting principles. Rule
17a-5(g) lists additional objectives of the practices and procedures listed in the preceding paragraph.

Because of inherent limitations in internal control or the practices and procedures referred to above,
error or fraud may occur and not be detected. Also, projection of any evaluation of them to future
periods is subject to the risk that they may become inadequate because of changes in conditions or that
the effectiveness of their design and operation may deteriorate.

A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the entity's ability to initiate, authorize, record, process, or
report financial data reliably in accordance with generally accepted accounting principles such that
there is more than a remote likelihood that misstatement of the entity's financial statements that is more
than inconsequential will not be prevented or detected by the entity's internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results
in more than a remote likelihood that a material misstatement of the financial statements will not be
prevented or detected by the entity's internal control.

Our consideration of internal control was for the limited purpose described in the first and second
paragraphs and would not necessarily identify all deficiencies in internal control that might be material
weaknesses. We did not identify any deficiencies in internal control and control activities for
safeguarding securities that we consider to be material weaknesses, as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with
the Securities Exchange Act of 1934 and related regulations, and the practices and procedures that do
not accomplish such objectives in all material respects indicate a material inadequacy for such
purposes. Based on this understanding and on our study, we believe that the Partnership's practices
and procedures were adequate at December 31, 2007, to meet the SEC's objectives.

This report is intended solely for the information and use of the partners, management, the SEC, and
other regulatory agencies that rely on rule 17a-5(g) under the Securities Exchange Act of 1934 in their
regulation of registered brokers and dealers, and is not intended to be an should not be used by anyone
other than these specified parties.

fraipo & Sasias (pespmsy, /€ END

Houston, Texas . P



